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SUBJECT: EXIM FINANCING OF KORI II; STEVENSON HEARINGS 
REF: (A) SEOUL 1634; (B) STATE 054656 

1. ARRANGEMENT OUTLINED REF B HAS BEEN REACHED WITH SENA- 
TOR STEVENSON AND CONGRESSMAN REES OF HOUSE. EXIM HAS 
WITHDRAWN ITS NOTICE OF INTENT TO FINANCE KORI II AND 
SENATOR STEVENSON AND CONGRESSMAN REES HAVE CANCELLED 
HEARINGS. 

2. IN EXPLAINING SITUATION TO ROKG, EMBASSY MAY USE FOL- 
LOWING POINTS: 

A. OVER PAST YEAR CONGRESS HAVE BEEN VERY CONCERNED ABOUT 
POSSIBILITY OF FURTHER PROLIFERATION OF CAPABILITY TO 
EXPLODE NUCLEAR DEVICES. 
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B. ONE RESULT OF THIS CONCERN WAS TO REQUEST THE PRESIDENT 
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LAST YEAR TO SUBMIT TO THE CONGRESS TWO REPORTS BY THE 
END OF APRIL, 1975. THE FIRST OF THESE WAS A REVIEW OF ALL 
U.S. LAWS AND REGULATIONS GOVERNING THE EXPORT OF MATERIALS 
SUPPLIES AND DATA FOR ANY NUCLEAR FACILITY TO DETERMINE 
THEIR ADEQUACY TO PREVENT PROLIFERATION OF NUCLEAR CAPA- 
BILITY FOR NON-PEACEFUL PURPOSES. THE SECOND WAS TO RE- 
VIEW DOMESTIC AND INTERNATIONAL SAFEGUARDS AND THEIR 

ADEQUACY TO PREVENT PROLIFERATION AND DIVERSION OF 
NUCLEAR MATERIALS. 

C. THE KORI II LOAN WAS THE FIRST LOAN FOR A NUCLEAR 
POWER PROJECT (AND IN FACT, THE FIRST LOAN OF ANY TYPE) 

TO BE SUBMITTED TO CONGRESS UNDER NEW LEGISLATION 
GOVERNING EXIM LOANS. 

D. SOME MEMBERS OF CONGRESS FELT THAT NO SUCH LOAN SHOULD 
BE APPROVED UNTIL THE CONGRESS HAD REVIEWED THE REPORTS 
REQUESTED FROM THE PRESIDENT. KORI H WAS THUS THE FOCUS 
FOR AN EXPRESSION OF CONCERN, BUT IT IS ONLY A PART OF A 
LARGER ISSUE. 

E. SENATOR STEVENSON THEREFORE RAISED SEVERAL QUESTIONS 
CONCERNING KORI II AND INTRODUCED HIS RESOLUTION WHICH 
URGES "A TEMPORARY DEFERRAL NOT A PROHIBITION - OF 
THE PROPOSED EXIM BANK TRANSACTION." 

F. IT WAS CLEAR THAT THE CONGRESS WOULD NOT ACT FAVORABLY 
ON KORI II UNTIL THE PRESIDENT'S REPORTS WERE RECEIVED. 

G. THEREFORE, TO AVOID HEARINGS AND ACTION WHICH MIGHT 
PREJUDICE EXIM'S ABILITY TO GAIN EVENTUAL CONGRESSIONAL 
APPROVAL OF KORI II, EXIM DECIDED TO TEMPORARILY WITH- 
DRAW ITS NOTICE TO THE CONGRESS OF INTENT TO APPROVE 
KORI II LOAN. 

H. EXIM STILL HOPE TO FINANCE KORI II AND HOPE THAT THE 
DELAY IN ITS APPROVAL WILL ONLY BE A MATTER OF MONTHS. 

I. KOREA'S VERY TIMELY RATIFICATION OF THE NPT WILL BE AN 
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IMPORTANT FACTOR IN EXIM EVENTUALLY GAINING CONGRESSIONAL 
AGREEMENT TO FINANCE KORI II. 

3. IN REGARD TO PARA 2 REF A, YOU MAY NOTIFY ROKG THAT 
EXIM INTENDS MAKE FOLLOWING RESPONSE WHICH HAS BEEN 
SLIGHTLY MODIFIED FROM EARLIER STATEMENT AND HAS INTER- 
ABENCY CLEARANCE: QUOTE AT THE PRESENT TIME KOREA PRO- 
DUCES NO NUCLEAR FUEL AND DOES NOT NOW POSSESS A REPRO- 
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CESSING CAPABILITY. HOWEVER, WE UNDERSTAND FROM INDUSTRY 
SOURCES THAT KOREA IS IN THE PROCESS OF ACQUIRING A PILOT 
FUEL REPROCESSING PLANT AND A FUEL FABRICATION PLANT, 

BOTH OF WHICH WOULD BE PLACED UNDER IAEA SAFEGUARDS 
UPON ROK RATIFICATION OF THE NPT. FUEL CORES, ETC. 

UNQUOTE. 

4. IN RESPONSE PRESS QUERIES HERE WE WILL BE DRAWING ON 
POINTS ABOVE WITH EXCEPTION OF G AND I. INGERSOLL 
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